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Preface 


CANADA 


A strong economy is the essence of a strong society. My government 
will focus on a jobs and growth agenda. We will work with all our 
partners — provincial governments, business, labour, voluntary groups 


and individual Canadians. 


Prime Minister Jean Chrétien 
Québec City, September 18, 1994 


In Québec City on September 18, the Prime Minister outlined four key 


components of the government’s jobs and growth agenda: 


reforming social security; 
ensuring a healthy fiscal climate; 


reviewing government programs and priorities; and 


strengthening the performance of the Canadian economy in investment, 


innovation and trade. 


Improving Social Security in Canada is a paper designed to give Canadians 
an opportunity to participate in the shaping of a crucial element of that agenda 
— the rebuilding of our social security system. 

Clearly, our economic and social priorities are interdependent. We cannot 
create jobs and growth without modernizing our social, labour market and learn- 
ing programs. Nor can we have a viable social system without economic health 
and stability. The challenge becomes one of linking efforts, of combining re- 
sources to help Canadians find and keep jobs, while at the same time protecting 
those who are vulnerable and disadvantaged. 

My hope is that Canadians will respond to this invitation in an open, 
thoughtful and constructive way. The status quo is not good enough. Defending 
special interests will not work. We must tap into the good will that exists 
throughout the country to forge agreement on direction and develop the will to 
change. 

My commitment is to listen to and work with all Canadians, different 
governments, groups and organizations so that we can develop in partnership 
a social framework that makes sense, is effective and is founded on the basic 
Canadian values of compassion and justice. 

I invite you to join in the discussion and debate. 


x Ax 


Lloyd Axworthy 


Minister of Human Resources Development 
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introduction 


Canada’s social security programs are envied 
throughout the world. They have helped make 
life better for generations of Canadians. But 
they have not kept pace with a changing world, 
and now many Canadians are falling through the 
cracks. 


Too many people find themselves 
having to use Unemployment 
Insurance time and time again. And 
they stay unemployed too long. 


Too many people are stuck on social 
assistance. The rules don’t help them 
to regain their independence. 


Too many of our children live in 
poverty. And the devastating effects 
of poverty stay with them through- 
out their lives. 


For too many Canadians, the system doesn’t 
work any more. It needs to be fixed. 


Creating opportunity, 
jobs 


Our social programs have always been based on 
compassion, and caring for those in need. Now 
they must also create opportunity — helping 
Canadians to get good jobs and build a stronger 
economy. 


The social security system includes many federal 
and provincial programs. Provincial and territor- 
ial governments are already working to improve 
their social security programs. The federal 
government invites the provinces and territories, 
as well as all Canadians, to consider how federal 
programs must also change in three key areas: 
Working, Learning, and Security. 


(Working covers federal programs 


related to the world of work, like 
Unemployment Insurance, job 
training and employment services, 
and federal support to child care. 


Learning covers federal support for 
post-secondary education, through 
programs like Canada Student Loans 
and money transferred to the 
provinces. 


Security covers federal support for 
provincial social assistance and social 
services, as well as the Child Tax 
Benefit. 


Other parts of the social security system, such as 
programs for seniors and health care, are not 
part of this social security review. They do not 
relate directly to the main theme of this paper: 
helping people get and keep jobs. 


The budget challenge 


As a nation we have overspent in recent decades, 
building up debt. That forces us to make inter- 
est payments that eat away at our ability to pay 
for government services and hold back our 
economy. The debt needs to be tackled before 
it causes real damage to jobs and security. 


All levels of government must reduce spending, 
including spending on social programs. The 
federal government will reduce the deficit in 


1996-97 to no more than 3 per cent of our 
annual economic output. The 1994 federal 
Budget included measures to reduce spending 
on Unemployment Insurance by at least $2.4 
billion right away, and promised more as a result 
of social security reform. Federal transfers to 
provinces for social assistance and post- 
secondary education in 1996-97 and beyond 


must return to no more than the level in 


1993-94. If further measures are needed to meet 
the target of deficit reduction, they will be 
included in the 1995 Budget. 


Major Federal Expenditures on Social Security Programs, 1994-1995 
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Vocational Rehabilitation for a | Child Tax Benefit $5. 1B 
Disabled Persons $0.28 2 


- Total : $38.7 Billion (1994-1995) 


. | Canada Assistance Plan $8.2B 
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Objectives for reform 


Hee = Jobs: helping Canadians to get and 


keep work. 


«Support for those most 


vulnerable: providing income 
support for those in need, 
encouraging self-confidence and 
initiative, and tackling child poverty. 


BS A ffordability: spending within our 


means, managing efficiently, 
ending waste and abuse. 


These goals will not be achieved overnight. 
But it is important to start now. All Canadians 
are encouraged to consider the ideas presented 
in the following pages, to bring forward 
alternatives, and to help shape a new vision of 


social security for the 21st century. 


Social security programs in Canada 


The foundations of Canada’s social security system 
were laid after the Great Depression and the Second 
World War. From the 1940s to the 1970s, successive 
federal and provincial governments tackled social 
injustice and economic insecurity. 


Today, the “social safety net” comprises a wide range 
of federal, provincial and joint federal-provincial pro- 
grams. Other than Old Age Security, the Guaranteed 
Income Supplement, the Canada Pension Plan and 
federal support to health care which are outside the 
scope of this review, the most important federal com- 


ponents are: 


H@ Unemployment Insurance, introduced in 1942 and 
expanded significantly in 1971 


@ Child benefits, principally the Child Tax Benefit 
(including the Working Income Supplement), which 
replaced Family Allowances and other tax measures 
in 1993 


HM Canada Student Loans Program, introduced in 1964 


MM Federal support for post-secondary education, which 
is delivered through financial transfers to the 
provinces (Established Programs Financing), and 
which expanded rapidly after new legislation in 1967 


@ Canada Assistance Plan, created in 1966 to support 
provinces in the provision of social assistance and 


services 


H Vocational Rehabilitation of Disabled Persons 
program, introduced in 1961 


@ Federal support for employment, which expanded 
rapidly after new legislation in 1967, and more recent- 
ly through Developmental Uses under Unemployment 
Insurance, and the Canadian Jobs Strategy 


Federal expenditures on these programs for 1994-1995 
are illustrated in the chart on the previous page. 


1. the need for reform 


Our social security programs must be modern- 
ized. Sweeping social and economic changes 
have affected the lives of all Canadians, 
bringing new challenges in the worlds of work, 
learning, and security. 


Si the workplace, many familiar 


jobs are disappearing, replaced by 
new kinds of jobs. These new jobs 
often require more education and 
more specialized skills. As a result, 
more Canadians who lose their jobs 
find it hard to get new ones, because 
their skills are not up-to-date. 


Last year, 13 per cent of all unemployed 
Canadians had been out of work for a year or 
more — three times the level of long-term 
unemployment in 1976. And almost 40 per 
cent of the people on Unemployment Insurance 
had ‘claimed UI at least: three times in 
the last five years. 


Our employment programs do not do enough 
to help the unemployed adjust to change and 
find new jobs. 


er In the world of learning, 


more Canadians need opportunities 
for training and education through- 
out their lives — because continuous 
learning is key to good jobs and 
security. 


In the last three years alone, jobs for university 
graduates jumped 17 per cent. Jobs for people 
who haven’t completed high school dropped 19 
per cent. Our challenge is to build a learning 
system that will make Canadian workers the best 
trained, best educated in the world. 


RSI» our social safety net, the 


number of Canadians on social assis- 
tance has doubled since 1981. Many 
are willing to work, but can’t get the 
basic skills and training they need. 
Twenty-eight per cent of the families 
on social assistance are headed by 
lone or single parents, who would 
have a better chance of finding work 
if they had training and supports such 
as child care. 


One in five Canadian children is growing up 
poor. Poverty can devastate a child’s future — 
leading to poor health, learning problems, and 
future employment problems. 


The social security system seems to keep people 
on a treadmill, instead of helping to solve their 
problems. People who want to get off welfare 
and provide better lives for their children often 
find the rules stacked against them. We need a 
system that works for people — a system that 
supports their efforts to regain self-sufficiency, 
and works better at reducing child poverty. 


Principles for reform 


What kind of social security programs could 
help solve these problems? The federal govern- 
ment proposes the following guiding principles 
as we seek to rebuild our social security system. 


Creating opportunity 


Our social security system should give people a 
fair and equal chance to change their lives for 
the better and to get and keep jobs. It should 
create opportunity. 


Investing in people 

In the past, social security has centred around 
providing money and support to people in need. 
That’s not enough anymore. We need to invest 
in people’s futures, helping them to develop the 
skills to prosper in today’s economy. 


Mutual responsibility 


Society definitely has a responsibility to provide 
support for people who are in need and who 
cannot work. But individuals also have a 
responsibility to help themselves. And business, 
labour and communities must play their part. 


Preventing future problems 
Programs should help prevent problems before 
they occur. A preventive approach — for 
example, reducing child poverty — can save 
money in the end, and lessen costly social 
problems for future generations. 


Putting people first 


Social programs and services must serve people 
— not the other way around. Programs should 
meet the needs of individual Canadians, not 
pigeonhole people through inflexible rules and 


regulations. 
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Greater fairness 


Federal support for social security must be fair 
for people in all regions of Canada. 


Affordability 


If it’s going to last, a new social security system 
must be affordable now and in the future. The 
answer to a better social security system isn’t 
more spending, but “spending smarter” —with 
more effective and useful assistance that helps 
people to help themselves. 


The 
federal-provincial 
partnership 


Major elements of the social security system, like 
education and welfare, are provincial responsi- 
bilities. The federal government will not 
intrude into things which belong to the 
provinces. However, both levels of government 
need to focus on what people need and each 
must bring to the table what it can. 


The federal government is committed to: 


@ working in partnership with the provinces to 
make it easier for people to access services, 


and lessen waste and duplication; 


@ clarifying roles and responsibilities between 
the federal and provincial governments, 
based on who is best able to deliver a 


particular program or service. 


The best social security is having a job. 
This chapter looks at how federal programs 
can help by: 


Improving employment 
development services such as 
counselling, training and work 
incentives for the unemployed. 


Changing Unemployment Insurance 
so that it helps the unemployed get 
the skills, training and support they 
need to get back to work. 


Helping parents balance work and 
family responsibilities through such 
measures as funding for better child 
care services. 


A. Employment 
Development 
Services 


Employment development services are for 
people who need help finding and keeping a 
job. They include such things as job counselling, 
training, labour market information, and work 
experience projects. In 1994-95, the federal 
government will spend $3.3 billion on 
employment programs and services. 


2. workin 


a 
a Jobs in anew economy 


These services help people get ready to find 
jobs. They are a good investment if they help 
people get off UI or social assistance and back 
into paid work. 


Unfortunately, existing programs don’t do this 
well enough. Too many people end up in 
programs that have little to do with their needs, 
aptitudes or opportunities. Many get training 
for jobs that don’t exist locally. Many are 
shunted from one program to another, when all 
they really need is some basic counselling and 
advice on what jobs are available. 


Better tools 


The key to making employment development 
services more effective is flexibility — by tailor- 
ing programs to individual needs. The most 
important tools for building a more flexible, 
user-friendly system are described below. 


1. Better counselling 


Only 10 per cent of UI claimants get job coun- 
selling. If more people received individual 
counselling at the beginning of their job search, 
counsellors could direct people toward the nght 
kind of help. Some might benefit from a 
literacy course, others from workplace training, 
others from self-employment. In each case, 
people should develop a personal action plan to 
help them get a job. 


2. Better information 


Good information about the job market — 
where the opportunities are and where they 
aren't — is the “lifeblood” of good employment 
programs. People need timely, accurate infor- 
mation to make the right decisions about jobs, 
training or education. 


3. Improving basic skills 


Millions of adults have trouble reading, writing, 
or using numbers. These basic skills are essential 
for jobs today. We need to make basic skills 
training more accessible to those who need it. 


4. Classroom training 


The federal government spends about $450 mil- 
lion each year to send unemployed people to 
courses delivered by colleges, universities and 
other schools. However, this kind of training 
may not always be the best choice. Different 
kinds of training — classroom training, on-the- 
job training, computer-based training and dis- 
tance learning — should be available. 


5. Workplace training 


Training provided by employers in the work- 
place is often the most effective. Sector councils, 
representing employers and workers 1n an indus- 
try, promote training on-the-job. Other ways to 
promote workplace training could include 
employer tax credits, levies for training, and paid 
educational leave. 


6. Incentives for hiring unemployed 
workers 


In some cases, the government could pay part of 
the wages for unemployed workers who need 
experience and on-the-job training. This would 
make it easier for people with employment 
problems to get a job. Starting this autumn, the 
government will test this approach in 
projects with up to 50,000 UI claimants across 
Canada. 


a Sn 


Government funding could also be used to pay 
wages for unemployed workers to do useful 
work in their communities, or to help unem- 
ployed individuals start their own businesses. 


— 


Creating jobs through productivity 


The Electrical and Electronic Manufacturers Association 
Sectoral Council — representing both workers and 


employers — has shown that employer-based training not 
only boosts productivity, but creates jobs. 


Unions and management set up a training fund, with 
contributions from companies and employees, 
matched by a joint federal-provincial contribution. 
The training fund has three key principles: 


BB decisions about the kind of training offered are 
made at the local plant level; 


B the best place to train people is on the shop floor; and 


BB training decisions are made by consensus— 
effective training must benefit both workers and employers. 


Productivity gains sparked by the training fund have 
already created new jobs. The industry’s training 
fund provides a model for one approach to building a 
stronger training culture in Canada — 
by strengthening the links between training, and the 
competitive needs of an industry, with all partners 
involved in the decision-making process. 


Better management 


1. Getting results 


In the past, many programs were managed by fol- 
lowing rigid rules and procedures. In the future, 
we need to pay more attention to results, not just 
rules — making sure that people get the nght help 
they need to get jobs. Measuring results is the only 
way to ensure that tax dollars are spent wisely. 


2. Community leadership 


“One-size-fits-all” programs do not work for 
individuals, or for communities. It may make 
sense for governments to set broad goals, and let 
local communities decide what programs will 
achieve those goals. Businesses, workers and 
others in the community are often best placed to 
decide what kind of programs work at the local 
level. 


3. The federal-provincial partnership 


To reduce duplication and waste, and improve 
service, the federal and provincial governments 
must work closely together. As a first step, the 
federal government has invited each province and 
territory to assume responsibility for planning 
many federal employment services, and managing 
the purchase of institutional training. They could 
also plan and manage “single window” offices, 
which would bring programs provided by both 
levels of government under one roof. The federal 
government is prepared to consider an expanded 
role for provinces and the private sector in man- 
aging and delivering federal employment devel- 
opment services, where this makes sense in the 
interests of individual Canadians. 


Better access 


The federal government spends about $1.4 billion 
in employment programs and services for people 
who are not eligible for UI, including people on 
social assistance. These programs might be easier 
to use if they were provided, along with provin- 
cial social assistance programs and services, from a 


single office. The federal government wants to 
discuss with the provinces how to improve access 
to employment development services for people 
on social assistance. 


Programs should also be more available to people 
with disabilities and deal better with the barriers 
they face. Partnerships with employers and the 
provinces could help create more accessible 
workplaces, flexible working conditions, training, 
and better disability management policies. 
In addition, discussions with the provinces could 
look at updating the Vocational Rehabilitation of 
Disabled Persons program. 


Strategic Initiatives 


The federal and provincial governments are together 
testing new options for reform in a program called 
“Strategic Initiatives”. 


In Manitoba, Taking Charge will give up to 4,000 single 
parents on welfare the tools and training they need 

to get jobs, build careers and provide a better future for 
themselves and their children. Working out of a storefront, 
the program involves the community in delivering services. 

tailored to the personal career plans of each 

participant. They will work with employers, job placement 
agencies and other single parents who serve as 
mentors and role models. 


B. From unemployment 
to employment 
insurance 


Reform of the Unemployment Insurance 
(UI) program is part of better employment 
development services. 


The UI program works well for people who 
only require short-term support while looking 
for a job. But it does not work well for those 
who need help adjusting to changes in the job 
market. Many studies have called for reform, 
arguing that: 


The program often discourages 
adjustment. For some unemployed people, 
there is no incentive to learn new skills that are 
in demand by employers. 


The program is easily abused. Some work- 
ers and employers plan their work 
schedules around the UI program — alternating 
employment with UI benefits as a way of life. 
As a result, workers and employers in some 
industries subsidize those in other industries who 
use UI regularly. 


One result of an expensive UI system is that 
employers and employees pay high 
premiums, making it expensive to hire new 
workers. Job creation is discouraged. 


The UI system has gaps. Many working 
Canadians — such as people in part-time jobs, 
or the self-employed —are not covered by 
the program. 


Canadians who find that they are repeatedly out 
of work need practical help. Too often, they 
don’t get it. We need a program that works 
better at helping people get and keep jobs. 


There are two basic approaches to changing UI. 
The first approach involves creating a new 
“employment insurance” program. The 
second approach would tighten rules of the 
existing UI program, for example by making it 
harder to qualify for UI and/or reducing the 
period during which a person could draw 
benefits. We could draw on both approaches. 
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Approach 1: a new employ- 
ment insurance program 


A new “Employment Insurance” program 
could have two components: Basic Insurance, 
and Adjustment Insurance. 


ee Basic Insurance would be for 


occasional UI claimants — people who 
use the program infrequently. For 
them, the UI program would work 
much the same as it does now — 
income support while looking for 
another job. Basic insurance would 
also include current sickness, 
parental, maternity and adoption 
benefits. 


2 ae Adjustment Insurance would be 


for frequent UI claimants — people who 
experience recurring unemployment 
problems. These benefits might be 
lower than Basic Insurance, but fre- 
quent claimants would also get more 
active assistance in finding a job. 


The definition of a “frequent claimant” would be 
based on how often a person claims UI benefits. 
One suggestion is to define a frequent claimant as 
someone who uses the UI program three or more 
times within five years. Why? Because unemploy- 
ment in this group of people is structural; it 
continues to go up regardless of the state of the 
economy. (See graph on next page). 


This approach would need to take into account 
the different circumstances that different kinds 
of claimants face. For example, it should be 
possible to give people in seasonal industries 
income support, yet provide more opportunity 
for work and training in the off-season. Such 
special arrangements might be needed for 
workers in some industries or regions, such as 


construction, fisheries or tourism. 
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There are many options to explore in the first 
approach. For example, how long should claimants 
draw adjustment benefits? How much should they 
get? Two of the hardest questions would be: 


@ Should benefits be income-tested, so that 
the amount an individual receives depends 
on either individual income or family 


income? and, 


@ Should Adjustment Insurance Benefits 
depend on a person’s willingness to take part 
in community services or employment 


programs to become more employable? 


Approach 2: Adjust the 
existing Ul program 


The second approach to UI reform would not treat 
occasional and frequent claimants differently. 
However, the eligibility requirements and/or bene- 
fits available to all claimants could be tightened. 


One option is to increase the time a person 
must work to get benefits. For example, the 
current 12 to 20 weeks requirement could be 
raised to 14 to 20 weeks. Or, we could 'standard- 
ize across the country the number of weeks 
required to qualify for UI. 


Another option is to reduce the length of 
time people can draw UI benefits. People 
now get UI for 17 to 50 weeks, depending on 
the number of weeks worked and the local 
unemployment rate. 


A third option is to lower the amount a 
claimant receives. Right now, UI claimants 
can get a maximum of $429.00 per week. 


Any of these approaches could save money, which 
might be reinvested in employment services. 
However, they do not in themselves address the 
real problems of people who have trouble getting 
and keeping work. 


Insurance coverage for 
nonstandard work 


Changes to UI should consider the needs of 
workers in “nonstandard” employment. More 
people today work in part-time or temporary 
jobs, or have more than one job. There are also 
more self-employed people. Many are not fully 
covered by unemployment insurance. Some are 
excluded from UI entirely. Options should be 
explored. 


C. Financing Ul and 
employment develop- 
ment services 


UI is funded entirely by employer and worker 
premiums. This amounted to $18.5 billion in 
1993. Federal employment programs cost $3.3 
billion in that same year, including $1.9 million 
from the UI fund. 


Both employers and workers are concerned 
about the way Unemployment Insurance and 
employment programs are funded. There are 


many options for improvement. They include: 
keeping premiums down during recessions; 
applying premiums to all wages and salaries; 
making those who use the program more often 
pay higher premiums; or reducing premiums for 
employers who support training. 


If the UI program is reformed, a key question will 
be how to use the money saved. It could be used 
to reduce premiums paid by employers and work- 
ers, and to pay for better employment services for 
more people. Lower premiums — a form of pay- 
roll tax — would encourage employers to create 
more jobs. Better employment services would 
make more people employable and productive. 


D. Meeting the needs 
of working parents 


Child care 


Most parents work outside the home. Finding 
and paying for child care is one of their biggest 
concerns. The federal government, which 
already contributes about $400 million a year to 
child care services, will work with the provinces 
to help increase the number of quality child care 
spaces. The federal government has set aside 
new funding to create up to 150,000 new child 
care spaces, to be phased in over three years. 
Since child care is a provincial responsibility, the 
government will need to agree with the 
provinces how this money should be used. An 
investment over the next few years could help 
ensure a more productive work force, and put 
less pressure on income support programs in the 


future. 
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Flexible work arrangements 


Arrangements such as part-time work and flexi- 
ble schedules may help parents to balance family 
and work responsibilities. Some employers offer 
options like flexible work time or a shorter 
work week for working parents. The Minister’s 
Advisory Group on Working Time and the 
Distribution of Work is looking at these issues. 
Its report is expected this fall. 


a 


Finding ways to help people 


Strategic initiatives developed in partnership with provinces 
will test new ways to help people get and keep jobs. 
For example: 


@ /n Prince Edward Island, Ready to Learn helps young UI! 
claimants and social assistance recipients aged 18 to 26. 
Peer tutors will provide literacy, lifeskills, academic 
upgrading and skills training under the guidance of a 
professional counsellor. 


B® /n New Brunswick, NB Jobs Corps gives older, 
unemployed workers meaningful work and the 
opportunity to contribute to their communities. 

About 1,000 older New Brunswickers will benefit 
from a steady income of up to $12,000 a year, 

to work in areas such as silviculture, improving beaches, 
developing nature trails and library automation. 


Key issues for 
discussion 


How should we improve employ- 
ment programs to help people get 
and keep jobs? 


How should employment develop- 
ment services best be managed and 


delivered? 


Should we: 


Design a new “employment insur- 
ance” program that provides basic 
insurance to occasional claimants and 
adjustment insurance for frequent 
claimants, along with improved 
access to employment development 
services? Or 


Adjust the existing UI program by 
increasing entrance requirements 
and/or reducing the level or duration 


of benefits? Or 


Combine elements of these two 
approaches? 


How should any savings from UI 
reform be split between enhanced 
employment services and reducing 
UI premiums? 


Recognizing that child care is a 
provincial responsibility, how can 
the federal government best support 
expanded child care services? 


3 a lea rm : ni ; Making lifelong learning a way of life 


Canada’s commitment to learning has helped a ] 


small nation of 29 million peopl ee: : 
Pee piace ene of “It is now widely acknowledged that one of 


the world’s top ten economies. But we cannot the keys to both greater social justice and 


take this success for granted. Our place in the improved productivity and competitiveness 
world economy is being challenged. Around is the development of our human 

the globe, other nations are charging forward, resources. This involves our investment in 
helping well-educated, highly-skilled workers the knowledge, creativity, skills and motiva- 
use new technologies. tion of individuals — a critical input without 


which our technological and economic 


Rapid change means every Canadian must keep progress Wiifoundel, 


updating existing skills and acquiring new ones. Ug EMME SU ee 
The id Lveile. ae: Feared d on Human Resources Development, 
e idea that learning is strictly for children an interiny Report 1094 


young adults 1s gone forever. 


The role of the 
federal government Improving access to 


a 
The provinces are responsible for education. For learning 


decades, the federal government has played an 
important supporting role, particularly in help- 
ing the provinces fund post-secondary educa- 


University tuition fees have nearly doubled in 
many provinces over the past ten years. Students 
are also paying a larger proportion of university 
costs. These trends will no doubt continue. 
Students must continue to have access to the 


tion. 


Federal support for post-secondary education totals : 
$8 billion a year, half of the $16 billion spent on resources they need to pay for rising post-sec- 
the system. The largest portion comes through ondary education costs. 
transfers to the provinces under Established 
Programs Financing (EPF) arrangements — $3.5 
billion through a tax transfer, and $2.6 billion in 
cash. The federal government also spends $500 
million annually on Canada Student Loans, which 


supports nearly $1 billion in loans and grants to 


We need to expand access to learning not only 
for young adults, but also for people throughout 
their careers. For many working Canadians, 
opportunities for learning are essential to career 
advancement, and in some cases, job security. 


students. 


Following the present course 


The cash portion of federal transfers to the 
provinces is running out. Under the EPF 
arrangements, every year the provinces get a larger 
share of their federal transfer for post-secondary 
education through “tax room” which the federal 
government gave to the provinces in 1977. These 
“tax points” allow provinces to collect more taxes 
to support post-secondary education. 


These tax points represent a permanent federal 
endowment to support provincial post-sec- 
ondary education costs. This leaves in question 
the cash portion of the transfers, currently worth 
$2.6 billion, but which is falling. 


The federal government could let the current 
trend run its course, so that the cash portion dis- 
appears within 10 years. However, the govern- 
ment would like to explore options with the 
provinces for a better use of these funds. 


A possible new approach 


Spending could shift from support to institutions 
via the provinces, to expanded loans for individ- 
uals. This would ensure on-going support for 
individuals to finance their education. 


For example, for every dollar the federal gov- 
ernment provided for a new student aid pro- 
gram, up to four dollars in loans could be sup- 
ported. This is in addition to the $1 billion in 
loans and grants already available. There are 
many ways to arrange the details of such a 
scheme. It would be possible for provinces to 
opt out and run their own similar programs, 
much as Québec does now with the existing 
student loans program. The goal would be to 
preserve and broaden access to post-secondary 
education through a long-term, stable source of 
funding. 


More flexibility in Registered Retirement 
Savings Plans could also be considered. This 
would let people draw on those savings for life- 
long learning, in much the same way as in the 
existing First-Time Homebuyers Plan. Together 
with expanded loans, this approach would 
increase people’s investment in their own learn- 
ing. The new forms of assistance could be used 
by young people going to college or university, 
or by adults eager to upgrade their skills. 


Keeping access fair 


It is important to improve access to learning. It is 
also important to keep access fair. People should 
not be prevented from learning because they are 
unable to carry the burden of student loans. 


A new form of student loan might help. These 
loans would be repayable only after a student 
enters the work force. At that point, a repayment 
schedule would be based on the borrower’s ability 
to repay, given his or her income level. New 
Zealand and Australia have implemented income 
contingent repayment plans. 


There are many variations on this approach. 
The guiding principle would be to find the best 
system for maintaining and expanding access to 
learning for all Canadians. 


Supporting provincial 
Initiatives 

Provincial governments have launched a variety 
of innovations to support lifelong learning. The 
federal government supports many of these 
efforts. The government would like to discuss 


with the provinces possible priorities for federal 
cooperation. These include: 


The school-to-work transition — building 
better bridges to help young people move from 
school to the workplace. 


Making learning more portable — helping 
adult workers move between jobs, educational 
institutions, and training institutions across the 
country. 


Learning and new technology — support- 
ing the use of new technologies, such as distance 
learning and computer-based training. 


International educational opportunities 
— helping more Canadians to get specialized skills 
and education beyond our borders, so that our 
workforce can compete in a global economy. 


Helping youth build their future 


In June 1994, the federal government and the government 
of Newfoundland launched Transitions — the Changes 
Within, Education to Work, Work to Education 
a Strategic Initiative that will help an estimated 
5,300 students, recent graduates and unemployed young 
people continue their education or find work. 

The program includes: 


@ Helping those who have difficulty finding a job continue 
post-secondary education; 


Providing job and training opportunities in growth 
sectors such as innovative technologies, environmental 
industries, aquaculture and manufacturing; and 


@ Testing new ways of delivering employment programs 
for post-secondary students. 
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Key issues for 
discussion 


The federal government spends 

$6 billion a year in transfers to the 
provinces for post-secondary 
education. To preserve and expand 
access to higher learning, should the 
government: 


@ Maintain the current funding 
arrangements, allowing the cash 
portion of the federal transfer 
to disappear within 10 years? Or, 


m Shift federal spending to an 
expanded and permanent system 
of student loans? 


If a new, expanded student loans 
program is considered, should 
repayment be “income contingent” 
— linked to the borrower’s future 
earnings and ability to repay? 


Should Canadians be able to use 
their RRSPs to pay for education 
and training? 


a securit : Building opportunity for people in need 


Our social security system must protect those 
most in need — people who can’t work, low- 
income families struggling to get by, people 
who face barriers due to disability or chronic ill- 
ness, and especially children. 


There are two main federal programs designed 
to support this basic need for security. Through 
the Canada Assistance Plan (CAP), the federal 
government shares the costs of provincial social 
assistance and services. The Child Tax Benefit 
provides income support to some three million 
families with children. 


The need for reform — 


Since 1981 the number of people on social assis- 
tance has doubled to just over three million. 
CAP expenditures increased from $2.6 billion to 
more than $8 billion annually. Many people 
spend years on social assistance — even though, 
with the right kind of employment and training 
support, they could find work. One problem is, 
CAP rules prevent the use of federal funding to 
provide the support they need. As a result, the 
system doesn’t help people prepare for work. In 
many cases, it does just the opposite. 


For example, a young single mother on social 
assistance may want to take an entry-level job. 
But she may find that she and her family would 
be worse off — because getting a job likely 
means losing supports and services she needs to 
care for her children. The way the rules are 


now, she may decide that, for the sake of her 
children, her family should stay on welfare. 


The most serious sign that the system is failing is 
the high level of children’s poverty in Canada. 
One study suggests there are proportionately 
more poor children in Canada than in any other 
industrialized country except the United States. 
Rules prevent CAP from supporting some 
provincial programs aimed at helping prevent 


child poverty. 


Persons with disabilities often go on social 
assistance to receive essential supports or services 
which they cannot afford on their own. 
Programs often pigeonhole persons with 
disabilities as “permanently unemployable”, 
even though many are willing and able to 
achieve greater independence. 


We must provide better stepping stones off 
social assistance. We must assure young single 
mothers that they won’t be worse off if they get 
a job. We must make sure that disadvantaged 
families don’t get caught in the welfare trap. 
The system must do more to help people move 
back into the job market with confidence, and 
become self-sufficient. 


In 1990, the federal government put a ceiling on 
CAP payments to the three “richest” provinces: 
Ontario, Alberta and British Columbia. This has 
led to uneven federal support for welfare recipi- 
ents in different parts of Canada. Reform should 
include looking at ways to provide more compa- 
rable levels of support across the country. 


The federal government proposes these as 
national goals: 


to remove disincentives to work 
from the current system, while 
ensuring that support is available for 
people who need it; and 


ee to set as a target the reduction of 


child poverty. 


Reforming CAP 


We could consider short-term improvements to 
CAP. A starting point would be to make CAP 
rules more flexible, so that the provinces could 
use federal funding to better address such 
priorities as child development services. 


Longer-term options for improving the system 
are described below. 


1. A Guaranteed Annual Income 


Many people want to replace CAP and other 
programs with a Guaranteed Annual Income 
(GAI). This would ensure a basic minimum 
income for all families, whether or not they are 
employed. However, we could not provide 
anything more than a token guaranteed income 
without raising taxes sharply. Limited govern- 
ment money can probably be spent more effec- 
tively by better targeting programs to those in 
need. 


2. A block fund 
CAP could be replaced by a block fund for wel- 


fare and social services. The federal government 
would transfer an annual amount to the 
provinces, and give them greater freedom in 
how the money is used. The block fund could 
be transferred without conditions, or the 
provinces could be required to conform to 


I ee 


national welfare standards or principles. The key 
issue is whether national principles are desirable 
— and if so, what those principles should be. 


3. Redirecting funding to new priorities 


Should some federal spending (CAP and Child 
Tax Benefits total about $13 billion) be redirected 
to achieve agreed national goals? Would the 
provinces be interested in redirecting some of 
their spending towards the same goals? Priority 
areas might include better income support for 
families with children, employment programs for 
people on social assistance, or better access to 
supports and services for persons with disabilities. 
This would be a major change. It would require 
a broad public consensus on the priority areas to 
be pursued, and agreement with the provinces. 


Priority areas that might be considered include: 


Improving child benefits 

To improve income support for families with 
children, the federal Child Tax Benefit could be 
made stronger and better targeted to low-income 
families. Some higher income families would 
receive a lower benefit, or no benefit at all. 


As part of this approach, the federal and provin- 
cial governments could seek to integrate provin- 
cial social assistance payments made on behalf of 
children with the improved Child Tax Benefit. 
This approach could, perhaps, provide com- 
bined support closer to the average annual cost 
of raising a child. 


Consideration might be given to going further 
to provide a combined benefit for all low- 
income children. These approaches would give 
low-income families secure income support for 
their children and put them in a stronger posi- 
tion to get off welfare and back into paid work. 


Low-income families receiving the Child Tax 
Benefit are also eligible for a Working Income 
Supplement. Another option would be to 


increase this supplement for the working poor, 
complementing the effects of a more targeted or 
integrated child tax benefit. 


Independence for persons with disabilities 


Another priority area could be efforts to 
enhance the independence of persons with 
disabilities. CAP currently provides benefits for 
about 320,000 adults with disabilities. 


Unfortunately, the system often locks these peo- 
ple into dependence. Many are eager to work, 
if they could be assured that they would not lose 
the necessary supports and services they need. 
We need a better approach to help persons with 
disabilities to live independently and with dignity. 


Child care and child development 


As discussed in Chapter 2, the federal 
government plans to work with the provinces to 
expand child care services. 


Child support payments 

A major cause of child poverty is family break- 
down, followed by inadequate support payments 
from the non-custodial parent. A 1992 study 
found that, in Canada, after divorce, women’s 
family income plunged by 39 per cent, while 
that of men increased by seven per cent. Many 
lone parents do not receive support payments at 
all. For those who do, the amount of support is 
often small. In 1991, monthly support payments 
averaged less than $300 per child. 


The federal and provincial governments are 
considering national guidelines for calculating 
adequate support payments. In addition, the 
provinces are cracking down on delinquent pay- 
ments, using a variety of methods to enforce court 
orders. A joint federal-provincial task force of 
justice officials is scheduled to report on adequacy 
and enforcement of child support orders this fall. 


Continuing support for social services 


In thinking about how to redistribute current 
CAP money, we would have to protect the 


money being given for a wide range of vital 
social services, including services for seniors and 
health-related spending. 


Key issues for 
discussion 


Are the two main objectives in this 
chapter — reducing disincentives to 
work for welfare recipients, and 
reducing child poverty — 
appropriate national goals for social 
security reform? 


Should the Canada Assistance Plan 
be reformed in the short term to 
give the provinces greater flexibility 
to meet needs and priorities in their 
regions? 


Should national principles be 
attached to federal support for 
provincial social assistance and 
services? If so, what should those 
principles be? 


How can we begin to best address 


child poverty? 


How can we improve programs for 
persons with disabilities, to help 
them live independently and to 
remove barriers to employment? 


How should we reform the Canada 

Assistance Plan in the longer term? 

@ introduction of GAI. 

m replacing CAP with a new block 
fund. 

™ redirecting the federal portion 
to such priorities as reducing 
child poverty, or helping persons 
with disabilities ive more 
independently. 


5. conclusion 


eS I TE I SIE GIES TSAR 


If tomorrow’s social security system is truly to 
create opportunity and promote self-reliance, 
we must focus on three core elements — work- 
ing, learning and security. 


Suggestions for discussion include: 


M Better employment programs to help people 
find jobs. 


M A smaller UI program that supports skills 


upgrading where necessary. 


M Improved child care services and flexible 
work arrangements for working parents. 


M@ A broader student loans program. 


MH Support for provincial initiatives promoting 
lifelong learning. 


HM Action to reduce poverty among children 
and help their parents make the jump from 
welfare into paid work. 


M@ Measures to help persons with disabilities 
integrate into the mainstream of Canadian 
society. 


M Greater flexibility in federal funding for 
provincial social assistance and social services 
to remove disincentives to work. 


M Better coordination among governments, 
communities and volunteer groups to 
deliver social security programs and tailor 
them to individual needs. 


Given the constraints on government spending, 
we cannot do everything. Action on some of 
these suggestions would require tough choices 
about our priorities as a nation. All Canadians 
will have an opportunity to have their say in the 
reform of our social programs. After a full 
public debate and negotiations with the 
provinces, the government will introduce 
legislation for a new social security system that 
will take Canada into the 21st céntury. 


To get involved ... 


anadians will have many opportunities to take 
C d Uh t tak 


part in social security reform. These include: 


HM public hearings by the Parliamentary 
Standing Committee on Human 


Resources Development; 


MM contact with their MPs: 
HM consultation seminars across the country; 
B. special workbook on reform that can be 


completed by individuals and sent to the 
Honourable Lloyd Axworthy, Minister of 


Human Resources Development. 


For information ... 


Call: 1-800-735-3551 (1-800-465-7735 
TDD for the hearing impaired) to get a 


copy of the Discussion Paper, workbook 
or other information material and to get 


information about public hearings and seminars. 
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